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1. Introduction 


In a considerable literature on international trade warfare or 
economic sanctions (in addition to the other items cited in the 
text see Guichard, 1930; Clark, 1932; Royal Institute of Inter- 
national Affairs, 1938, Wu, 1952; Midlicott, 1956; Taubenfeld, 
1964; Galtung, 1967; Adler-Karlsson, 1968; Wallensteen, 1968; 
Freedman, 1970, Doxey, 1971; and Baldwin, 1984), two general 
points of agreement can be discerned: economic sanctions have 
rarely been successful in altering the policies of the target state; 
and, despite this, sanctions continue to be used extensively as a 
tool in international affairs. Moreover, there seems to be no gen- 
eral agreement over the reasons for the lack of effectiveness of 
sanctions or for the continuing use of a weapon that has such a 
dismal performance record. 

The purpose of this paper is to examine the mechanisms by 
which economic warfare or sanctions (the terms will be used in- 
terchangeably) can be expected to exert a toll on the target state 
and whether this toll will be translated into policy changes in line 
with the wishes of the actor state. Both the economic and politi- 
cal analyses must consider the multiple dimensions of perceived, 
actual and net benefits and costs on the part of both parties. In 
addition, the economic analysis requires the use of non-traditio- 
al concepts. The moral of the analysis is that governments must 


* The authors are obliged to Wendy Takacs and an anonymous referee for construc- 
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begin to think through their strategies for economic warfare in 
terms of their effectiveness in much the same way that they 
should when considering the use of military force. Following 
Wiberg (1969, p. 14), there are three relevant questions: 

1. How can an actor state inflict serious damage on the eco- 
nomic performance of the target state and what is the cost 
of such a policy mix in the actor’s own economy? How 
should political costs be entered as a supplement to the 
economic dimension? 

2. When and under what conditions will these costs cause the 
target state to accede to the desires of the actor or will the 
actor renounce the sanctions? 

3.When might an actor state employ sanctions in the full 
awareness that such acts will not cause any overt change in 
the policies of the target state? 

These three questions are dealt with sequentially. A short section 
summarizes the argument. 


2. The “Net Effectiveness” Concept of Trade Warfare 


Economic sanctions can be defined as an extreme form of in- 
terference with the free flow of goods and services, instituted by 
an actor state against a target state. Commercial policy is insti- 
tuted by an actor state against a target state. Commercial policy 
is instituted to improve the welfare of the actor state, and any 
adverse effect on the real income of trading partners is an un- 
sought consequence. Sanctions constitute a deliberate attempt to 
damage the target economy in full awareness that some economic 
costs will be inflicted on the actor state’s own economy. Three 
types of trade warfare can be distinguished: 

1. An actor state restricts the sale of exports to a target state. 
The restrictions can cover all exports or only certain categories 
of export. 

2. An actor blockades the target state so that the ability of the 
target to obtain substitute imports from any source is elimi- 
nated. This is merely a stronger version of type 1. 

3. An actor or cohesive bloc of actors restricts imports from the 
target. This form of sanctions is frequently employed against 
a nation which has a large dependence upon a single export. 
Sanctions are economically effective if the level of income or 

output in the target state is reduced — the proportionate reduc- 

tion in output being the measure of “gross effectiveness”. “Net 
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effectiveness’’ is defined as gross effectiveness less any loss of in- 
come suffered by the actor state (in both cases, income losses are 
measured relative to full capacity output). ‘“‘Requisite effective- 
ness” is the (unknown) gross effectiveness needed to generate 
compliance by the target state. Only if the actor can inflict sanc- 
tions of substantial gross effectiveness on the target can the actor 
hope to have the target change its policies in line with the actor’s 
wishes. There is no way of prejudging requisite gross effectiveness. 
But high, even requisite effectiveness is not enough; the political 
and economic costs of sanctions to the actor must be bearable 
and must command the support of the electorate in the actor for 
the time needed. In other words, effective sanctions may require 
high gross and high net effectiveness if the sanctions are to be 
instituted and maintained for a period long enough to cause the 
target to change its policies. If the costs of sanctions to the actor 
become too high (particularly in a democracy), the sanctions 
may be withdrawn without achieving their goal! . 

For net effectiveness to be appreciable, the actor state must 
be able to withhold goods whose domestic supply in the target 
state cannot be increased by a moderate increase in their price. 
Such goods — usually intermediate or primary inputs — presup- 
pose the existence of some product-requisite inputs which are 
not available in the importing or target nation. Such imports are 
called “non-competitive” because they do not compete with 
domestic production at the margin (Gray, 1976, pp. 46—9). While 
most such goods are not produced at all in the importing country, 
some are produced domestically but supply is at or near the phys- 
ical maximum and imports are needed to fill the gap between 
domestic demand and the available domestic supply. The exist- 
ence of such goods is usually glossed over in traditional trade 
theory”, but recognition of the role of these goods is imperative 
for an analysis of trade warfare. Only by withholding such goods 


1 Losman (1979, p. 11) examines the problems of costs. Note that two kinds of cost 
are imposed: transitory costs of adjustment and long-run costs of reduced output 
in the new “equilibrium”. 


2 Traditional trade theory has neglected non-competitive imports in its search for an 
explanation of the pattern of production of goods which can be made in either 
country. This omission is unfortunate because it neglects potentially large gains 
from trade achieved through the exchange of rent-generating exports. The im- 
portance of non-competitive imports is equally apparent when the subject of trade 
warfare is approached through analysis of economic discrimination: see the Ap- 
pendix. 
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can an actor state hope to institute sanctions with high gross and 
high net effectiveness. If vital raw materials, for example, can be 
withheld, the economy of the target state can be severely disrupt- 
ed and erstwhile productive capacity forced into idleness. 

In a two-nation world in which it is not possible for the target 
state or bloc to bypass the sanctions by seeking alternative sources 
of supply of proscribed imports, the gross effectiveness of sanc- 
tions will, in the absence of non-competitive imports, be quite 
small. Except for very small target states, sanctions without non- 
competitive imports will probably have less than requisite effec- 
tiveness and may have zero net effectiveness. Sanctions without 
non-competitive imports could be effective only if the blocs are 
very unequal in size so that the small target nation will suffer a 
much greater proportionate degree of dislocation. In the absence 
of non-competitive imports, small nations or blocs could not 
hope to inflict serious losses on large target blocs: the oil embar- 
go of 1973 is the obvious example in context. 

If the world contains more than two countries or blocs, there 
exists the possibility of “slippage”? which may weaken the pro- 
hibition of imports or export markets. If the world consists of 
three blocs, the actor, the target and a neutral bloc, it is possible 
that the target state will be able to avoid the effects of the em- 
bargo by obtaining the proscribed goods from the neutral bloc 
(or can sell its exports to the neutral bloc). Replacement of the 
embargoed goods almost inevitably involves a higher-cost supplier 
and an adverse shift in the target’s terms of trade, but “‘slippage”’ 
drastically reduces the gross effectiveness of sanctions. A second 
kind of slippage can occur when shipments of proscribed goods 
are purchased by the target after having been trans-shipped in 
the neutral bloc. The effect of slippage is to change the relative 
size of the target bloc: if a target bloc can obtain a non-compet- 
itive import from a neutral country, the target bloc is effectively 
enlarged. 

The net effectiveness of sanctions depends upon the relative 
size of the blocs which must be linked with the degree to which 
the target state or bloc can be deprived of non-competitive im- 
ports. While small nations could not conduct effective trade war- 
fare against a larger bloc in the absence of non-competitive im- 
ports, it is important to distinguish among kinds of non-compet- 
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itive imports according to the degree of disruption which their 
non-availability will impose. Distinguish two levels of qualitative 
change: one requires (severe) changes in the pattern of consump- 
tion, conceivably involving rationing; and the second requires a 
restructuring of the productive sectors of the economy. Non- 
competitive imports which disrupt productive sectors can be de- 
scribed as ‘“‘vital’’ (Cf. Holzman, 1976, pp. 64—5). Vital non-com- 
petitive imports comprise both natural resources and technology- 
intensive goods for which no substitute exists. Other non-com- 
petitive imports are probably gap-fillers and primary inputs for 
which local primary products can be substituted at some increase 
in cost. For example, an embargo on oil shipments to the United 
States would make oil a non-vital import if it eliminated or cur- 
tailed pleasure travel, and a vital import if widespread industry 
shutdowns were caused. When the proscribed imports are tech- 
nologically-intensive capital goods, the sanctions will only take 
effect when the existing stock of capital goods is worn out or 
becomes technologically obsolete. But an existing stock of capi- 
tal goods can only be productive if maintained in an operational 
_condition: inventories of spare parts may be far more important 
in determining gross effectiveness in the short run than the ab- 
sence of new capital goods. This kind of warfare presupposes an 
earlier period of peaceful commercial relations. An awareness of 
vulnerability can cause nations to reduce their dependence upon 
potentially hostile nations for vital non-competitive imports‘. 
The gross and net effectiveness of sanctions can be estimated 
before the fact under two headings: forces which contribute to 
and forces which detract from gross effectiveness. Forces which 
contribute to gross effectiveness are the degree to which the tar- 
get state depends upon the actor and its allies (the actor bloc), the 
ratio of vital to total non-competitive imports and the additional 
costs of using domestic substitutes>. Forces detracting from 


3 Licklider (1982 and 1985) suggests that the oil embargo in 1973 lapsed without 
inducing any change in Western support for Israel. The “discovery” of the price 
inelasticity of the demand for oil substantially reduced the net effectiveness of 
the embargo by increasing the revenues sacrificed. 


4 A nation, prone to resort to trade warfare, might find its economy seen as a less 
desirable source of capital goods even during tranquil periods. 


5 This aspect indicates the importance for the initiating actor to be able to induce 
its allies to join in the trade warfare so that the size of the actor bloc is enhanced. 
It may well be that an industrialized nation is incapable of effective trade warfare 
of type 1 unless it can command the co-operation of other industrial nations. 
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effectiveness are slippage, the economic sophistication of the tar- 
get state (i.e., its adaptability) and any delay in reaching maxi- 
mum gross effectiveness. Only the last two require further elab- 
oration. 

Developing nations are more economically vulnerable to sanc- 
tions because of their high ratio of non-competitive to total im- 
ports. Low technological sophistication will make the replace- 
ment of spare parts more difficult. There is also a high probabil- 
ity that a developing nation will be exposed to sanctions of type 
1 and type 3 simultaneously (imports withheld and traditional 
exports barred from markets) and, if traditional exports are con- 
centrated in a few products, the cumulative effect will be greater 
as the target will lack the foreign exchange needed to take ad- 
vantage of potential slippage. There are two other factors which 
suggest that developing nations are more vulnerable. If exports 
are barred from traditional markets, there will be a heavy excess 
of these goods, and developing nations, chronically afflicted with 
surplus labor, will find the reallocation of displaced workers into 
productive enterprise very difficult to accomplish. If the actor 
bloc is the so-called free world, the neutral bloc is unlikely to be 
able to supply any needed spare parts for the stock of capital. 

The passing of time will, with two exceptions, reduce gross 
effectiveness (and may also increase the domestic cost). The ex- 
ceptions are the inhibition of growth as a result of the non-avail- 
ability of new technology developed and retained in the actor 
bloc, and the using-up of existing stockpiles of vital non-competi- 
tive imports. But time is important in another sense. Sanctions 
will not reach maximum gross effectiveness immediately and, in 
the beginning, are a threat rather than an actuality. To be credible, 
the threat must be seen as lasting long enough for the requisite 
gross effectiveness to be attained. 

If sanctions are to be successful, they must inflict an actual 
economic cost on the target state of the amount required to gen- 
erate a change in policy. High gross effectiveness may not be suf- 
ficient unless the actor government can command support “at 
home”’. High net effectiveness will affect the perceived duration 
of warfare and, therefore, the likelihood that the target govern- 
ment will acquiesce. 


3. The Likelthood of Altering the Target State’s Policy 


While international trade theory, particularly the concept of 
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non-competitive imports, can provide a means of estimating the 
amount of damage which the target state can be made to suffer, 
an altogether different set of ideas must be used to predict how 
the target government is likely to respond to this damage. A the- 
ory of political decision-making is needed but, unfortunately, no 
such theory exists. What is available is a number of related in- 
sights drawn from the literatures on decision-making, bureau- 
cratic politics and coercive diplomacy. 

Sanctions are a part of a bargaining situation in which the tar- 
get retains considerable freedom of action. The literature of coer- 
cive diplomacy distinguishes between strategies which directly 
attain the actor’s goals and those by which the actor attempts 
to persuade the target to act in a certain way. Sanctions usually 
constitute an attempt to persuade the target to change its policies 
in some particular way. The target normally has one or more 
options available to it. The goal of sanctions is to make those 
other options less attractive than the action desired by the actor 
but, ultimately, the critical decision is made by the target and 
not by the actor state. 

The small but rather high quality body of literature on the use 
of force by an actor state to alter the policies of a target state 
tends to agree that this tactic is not likely to be successful except 
in unusual circumstances (Schelling, 1969; George et. al. 1971; 
Young, 1968; Luttwak 1974 and 1976; Thies, 1980; Blechman 
and Kaplan, 1978; Kaplan, 1981). The series of failures by the 
United States and the Sovict Union to coerce other states by 
threats, even when they possessed the ability to destroy their 
opponents with nuclear weapons, suggests that even if an actor 
state can serious damage a target’s economy, this ability may be 
difficult or impossible to translate into political influence. The 
nature of the demands is, in consequence, crucial in determining 
success or failure. The costs of submission may be as important 
as the costs of resistance. This proposition is often stated as a 
tautology; the target government selected the alternative with 
the lowest cost, and we know it had the lowest cost because the 
government selected it. Moving beyond this to something useful 
requires that the assumption of a unified nation acting rationally 
be discarded. 

In reality, the target nation’s decisions are not made by a myth- 
ical ‘‘national government”, rationally responding to changes in 
its environment in terms of its national interest. Decisions are 
made by individuals and small groups, often working within com- 
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plex organizations. The individuals involved will have different 
motives and desires, although all may believe that they are pur- 
suing the same national interest. This means that different people 
will reach different conclusions about what should be done, and 
these disputes will be resolved by a political process in which 
power is more important than logical agrument®. 

Thus, any actor government seriously interested in exerting 
influence should begin with an analysis of which individuals will 
be making those particular decisions in the target government, 
what their goals are, and how they obtain and process informa- 
tion about the particular situation and potential economic threats 
from abroad. This may seem trivial, but in fact it is almost never 
done seriously in government, for at least two reasons. (1) People 
in government tend to see other governments as unified rational 
actors, although they are fully aware that their own organization 
does not act in this manner (Allison, 1971, p. 251). This may be 
particularly true for enemy governments where decision-makers 
are less likely to have interacted directly with their opposite 
numbers and therefore lack any sense of the variety of perspec- 
tives which may exist (cf. Thies, 1980, pp. 219-222). (2) Even 
with the best will in the world, this kind of analysis is extraordi- 
narily difficult. For example, Americans spend a good deal of 
time trying to determine the “‘real” goals of their own politicians 
to predict their reactions to new situation, but this effort does 
not produce predictions with much reliability or validity. The 
problems become more difficult when the individuals work with- 
in a different political culture and where we may know little 
about their personal backgrounds. (Thies, 1980, pp. 222—261 
attempts to do this in retrospect for the North Vietnamese govern- 
ment.) 

Clearly each group of people within a target government will 
have its own distinct set of motives and goals; equally clearly 
these individual characteristics are particularly difficult to ascer- 
tain. However, the literature suggests several generalizations 
about the motives of such individuals, which, while they may 
not apply in all cases, may nonetheless be useful in outlining the 
broad problem of the effectiveness of international trade warfare. 


6 This approach parallels that of public choice; as Frey and Schneider, 1982, p. 11 
note, the rational individual is the unit of analysis, with preferences distinguished 
from constraints and a central focus on alternatives and choices. 
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Much of the economic sanctions literature assumes that the 
most important goal of governments is to maintain macroeco- 
nomic prosperity. This is usually not correct. Short of apoca- 
lypse, any government’s major goal is to maximize the likelihood 
of its own continuation in office. As Thies (1980, p. 149) says, 
“foreign policy in general and coercion in particular cannot and 
must not be based on the hope that officials in another govern- 
ment would willingly commit political suicide.” For most govern- 
ment officials, the goal of remaining in office is more important 
than societal economic growth or even avoiding serious injury to 
the state’s citizens through economic or military conflict. 

Similarly, political independence is the most important goal of 
most citizens of most countries in the world. Economic growth 
is secondary and often is important precisely as a means to assure 
independence. As an example, India would not be interested in 
a guaranteed long-term economic growth rate several times its 
current level at the cost of the return of British colonial rule. No 
government which struck such a bargain could survive. In general, 
the more a government publicly resists external pressures, the 
more domestic support it will gain. 

Much of the economic sanctions literature assumes that the 
target government has two options: (1) accede to the demands 
of the actor and maintain or improve its economy or (2) reject 
the demands and suffer economically. But this ignores the inter- 
nal political cost of appearing to accede to foreign pressure. The 
target government usually perceives the alternatives quite differ- 
ently: (1) publicly accede to the demands of the actor, maintain 
or improve the economy, and suffer a political loss (which may 
result in the government’s replacement or simply in a reduction 
of political power) or (2) publicly reject the demands, weaken 
the economy of the state, and gain political support for resisting 
outside pressure. It is hardly surprising that governments are more 
likely to resist external public pressure that to accede to it. 

This analysis suggests another option: (3) to yield privately 
to the demands, getting the economic benefits without paying a 
domestic political price. In this situation, the actor and target 
governments conspire to reach agreement and not inform the 
public of the target government; if this tacit agreement is broken, 
the target government will be forced to reject publicly the de- 
mands. This gives the target government some leverage with the 
actor government. However, this alternative has a number of po- 
litical prerequisites for success. Both actor and target governments 
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must be able to keep secrets. The actor government must be will- 
ing to win without taking public credit. Indeed the actor govern- 
ment has a vested interest in keeping the target government po- 
litically strong so that its demands can be met. This is a very deli- 
cate process; examples of both success and failure are given in 
Weintraub (1982). 

This in turn suggests that certain policies will be very difficult 
to alter by international trade warfare; certain demands are sim- 
ply not going to be met. The United States cannot coerce the 
Soviet Union to relax internal controls in Eastern Europe if mem- 
bers of the Soviet hierarchy believe that such acts would serious- 
ly undermine their own positions. Similarly, it makes no sense to 
use trade warfare to coerce a target government to abandon its 
basic institutions and policies. Except for a small, developing 
country standing alone against a massive actor bloc when cross 
effectiveness may be prohibitive, sanctions are not likely to be 
effective in changing policies seen as significant by the decision- 
makers of target states. 

This analysis assumes that the actor is interested in coercing 
an existing target government. An alternative strategy, perhaps 
the only reasonable one if the policy is very important to the 
target, is to use sanctions to replace the target government with 
a more amenable one’ . Indeed, presumably it is the mobilization 
of the target’s populace against its government which defines req- 
uisite effectiveness. However, the key here is to look at the im- 
pact of the sanctions on particular groups rather than their aggre- 
gate effect on the economy as a whole. One strategy is to attempt 
to injure those groups which are the regime’s political base, thus 
undercutting the implicit bargain between the government and 
its supporters (Sylvan, 1983). However, this is particularly diffi- 
cult since the government will attempt to shift the burdens to 
other sectors of society; thus one problem with sanctions against 
South Africa is the assumption that the government will see that 
their brunt is borne primarily by the black population. An alter- 
native may be to encourage the mobilization of groups which had 
previously remained outside the political process. Either approach 
presupposes the existence of an effective opposition group which 
holds views or values more in accord with those of the actor 


7 This idea seems to underlie the Reagan Administration’s sanctions against Nicara- 
gua announced on April 29, 1985. These measures cannot be seen independently 
of support for the contras. 
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government. There is always the danger that the incumbents will 
redefine the issue by making an emotional appeal to nationalism. 
Lastly, even if sanctions do bring about a new government, it too 
may decide not to accede to foreign demands. Politicians are not 
concerned about the health of their nation’s economy for its own 
sake. They are likely to accede to economic coercion only if such 
action seems necessary to maintain them in power or to reach 
other, more important goals — an improbable outcome. 

It is a cliché of decision-making theory that organizations act 
on the basis of the perceptions of reality by their decision-makers, 
not “objective” reality. Perception is particularly important in 
trade warfare because successful coercion hinges on threats of 
future punishments and rewards; past sanctions are useful only 
inasmuch as they make threats of future acts more credible. Co- 
ercion deals with the future effectiveness of sanctions, and there 
can always be debate about the “real” impact of such sanctions. 

Similarly, the “costs” of making the required concessions will 
be valued differently by different individuals and organizations, 
particularly when the issues involve symbolic costs. How much is 
it “worth” toa government to maintain a particular policy? Even 
more difficult to evaluate is the “real cost’? of seeming to have 
been coerced by a foreign power. Again the central issue is not 
what these costs “really are”, but how they are perceived by the 
decision-makers in the target state. 

How does the target “know” what the impact will be? As Alli- 
son (1971, pp. 79 and 117—123) has pointed out, in a bureau- 
cratic government this knowledge is the result of routine actions 
by different organizations combined with a set of information 
screens between these organizations and their political leaders 
(also see May, 1973, pp. 127—128). The final and most impor- 
tant screens are the individual predilections of decision-makers. 
The different organizations and individuals will invariably prod- 
uce different views of the likely costs of both sanctions and con- 
cessions, each backed by its own expert opinion. Given the real 
uncertainty involved, decision-makers are likely to select the view 
of the future most compatible with their own general views of 
reality. This explains why decision-makers often seem to adopt 
a position and then not alter it much despite changes in the envi- 
ronment. To the extent that coercion relies on future rewards 
and punishments, it is less likely to work since decision-makers 
in the target state who do not want to change their policies will 
have enough ambiguous information to justify concluding that 
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the costs of resistance will not be excessive, as well as a high dis- 
count for future costs. 

In general, even if an actor government is able to cause substan- 
tial economic damage to the target state by trade sanctions, it 
will be very difficult to translate this ability into political influ- 
ence. Exceptions to this general rule are more likely to occur 
when the entire coercive process is kept secret, when the target 
government faces strong domestic political opposition, which 
may be strengthened by the sanctions, or when the gross effec- 
tiveness of the sanctions is overwhelming. The introduction of 
the political dimension of trade warfare elaborates and refines 
the concept of requisite effectiveness. Requisite effectiveness 
tends to exceed, in practice, the simple loss-minimization model 
implicit in economic logic. 


4. Motives for “Unsuccessful” Sanctions 


With a unanimity almost unprecedented in social science, ana- 
lysts conclude that trade sanctions by themselves are unlikely to 
coerce the target state to change its behavior. Why, then, do gov- 
ernments continue to use them? What other motives account for 
these decisions? We can tentatively suggest two different sets of 
motives: deterrence of future actions and symbolic statements. 


A. Deterrence 


Even if trade sanctions usually fail to force the target to change 
its current policies (compellance), they are sometimes justified 
as deterring the target from doing certain things in the future. 
Thus, State Department officials argued in private that the Amer- 
ican sanctions against the Soviet natural gas pipeline to Western 
Europe were designed not to compel the end of martial law in 
Poland, but to punish the Soviets to make them less likely to do 
the same thing in other Eastern European contries in the future. 

These arguments implicitly build on the work of Thomas 
Schelling (1966, pp. 69—91) who distinguished between compel- 
lance and deterrence, and who then contended that deterrence 
was easier to achieve because the target did not have to publicly 
admit to changing its policies (it could always argue that it had 
never planned to do that particular thing anyway), and because 
deterrence takes advantage of the natural inertial reluctance of 
a bureaucracy to change policies. Therefore, it seems reasonable 
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that sanctions might deter the target government even if they 
cannot successfully compel it. 

However, the validity of the underlying argument is not un- 
challenged. The deterrence-compellance distinction is sometimes 
obscure. In the case of Soviet policy in Eastern Europe, for ex- 
ample, a Soviet decision to tolerate dissent would in fact be a 
major policy change; thus, the Reagan demands were compellant 
rather than deterrent. Edward Luttwak (1974, p. 26) takes an- 
other approach, arguing that the crucial difference in predicting 
success is not compellance-deterrence but public-secret. He con- 
tends that it is easier secretly to compel a target than publicly to 
deter it. 

It is difficult to determine the success of deterrence threats. 
All things being equal, governments are presumably more likely 
to continue their existing policies than to change them. If a tar- 
get government does not alter its policy in the face of a compel- 
lant threat, the threat has clearly failed; the analytical problem 
arises only if the target changes policy. However, if it does not 
alter its policy after a deterrent threat, this lack of change may 
. due to the threat or to other factors. It is thus more difficult to 
show failure in deterrence than in compellance. While this is a 
major problem for the analyst, it may be a real advantage for the 
politician, who can take credit for preventing a danger that may 
never have existed. 

The difficulty in testing the proposition that sanctions can be 
a deterrent makes the proposition hard to refute. Nonetheless, it 
remains unconvincing. The theoretical argument rests on the 
premise that the costs of sanctions to the target nation (gross 
effectiveness) are sufficiently great that a particular policy would 
not be undertaken if the target knew ahead of time that sanctions 
would be invoked. The two variables are thus the assessment of 
future costs by the target and the credibility of the actor — the 
greater each of these, presumably the smaller the likelihood of 
the provocative action being instituted. However, the literature 
does not suggest that target states tend consistently to overesti- 
mate the expected costs of sanctions, and many decision-makers 
are willing to accept the fact that sanctions may be applied. As 
the previous section has suggested, sanctions often fail because 
decision-makers are prepared to have their society pay consider- 
able economic costs rather than alter their policies. This stance 
is not likely to be altered unless the decision-makers feel that 
the sanctions will threaten their own tenure in office. Given the 
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lack of evidence supporting the argument that sanctions work 
better to deter than to compel, the deterrent argument is not im- 
pressive. 

A related notion is credibility, generally recognized as a key 
element in successful coercion of any kind. Actor governments 
may feel that they cannot repeatedly threaten to impose trade 
sanctions without eventually carrying out the threat. Thus, even 
if the actor does not expect the target to alter its policies, it may 
still impelled to impose the sanctions. In this case, the “real tar- 
get’? may be some third government which will be threatened in 
the future; indeed, the actor government may not know who the 
target government is. It is not clear how the effect of such acts 
could be established. 


B. Symbols and Signals 


A second group of motives for the use of ‘‘unsuccessful’’ trade 
sanctions concerns their use as symbols. Analysts often down- 
play this use, but in fact most international political actions con- 
sist of the manipulation of symbols to form images on which 
people and governments act, and trade sanctions have certain dis- 
tinct advantages in this process. 

Hoffmann (1967, pp. 154-155) adopts the extreme position 
that, since decision-makers know sanctions are very unlikely to 
alter the target’s foreign policy, sanctions are applied only when 
the actor does not really want to change these policies but does 
want to be seen in strong opposition to them. This argument 
probably overestimates the rationality and knowledge of deci- 
sion-makers, but it does suggest that sanctions can be very use- 
ful as signaling devices. 

When a government wants strongly to oppose a policy of an- 
other government, its alternatives are quite limited. Military in- 
tervention may have too high a domestic cost and may alienate 
allied governments. Strong rhetoric, while it has few costs, is 
commonplace and, therefore, likely to generate few benefits. 
Economic sanctions communicate clearly to the target govern- 
ment, to the domestic electorate, and to other governments, that 
the actor government strongly disapproves of something®. 


8 There are sometimes real problems incommunicating the object of the disapproval. 
Weintraub et. al. (1982, pp. 134—137) notes that when the U.S. restricted food aid 
to India in 1965 to influence its agricultural policies, the Indian government assum- 
ed the issue was Pakistan. 
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Trade warfare is a more potent symbol than mere rhetoric be- 
cause it actually inflicts a cost on the actor government’s econo- 
my. This willingness to bear a cost communicates the intensity 
of a government’s disapproval. Thus the usual cost-benefit cal- 
culus is reversed. In a coercive situation, the actor tries to maxi- 
mize net effectiveness. In signaling, the actor’s seriousness of 
commitment is shown by the magnitude of the cost which it is 
willing to inflict on itself (even including the possibility of de- 
liberately seeking negative net effectiveness). Too great a reliance 
on this strategy could be taken as a sign of total incompetence 
by the actor government, but within limits it is effective. One 
reason Western Europeans were so irritated by the American pipe- 
line sanctions was that the costs of the sanctions were borne by 
corporations and European governments rather than the U.S. 
government (Lancaster, 1982). This unwillingness to pay the 
costs of its own policy indicated that the American government 
was not serious, a belief which was strengthened by its unwilling- 
ness to end grain sales to the Soviet Union. 

Through trade sanctions, the actor government speaks to many 
-other audiences aside from the target government, and some of 
them may be seen as more important. If actions speak louder 
than words (albeit often less precisely), sanctions transmit this 
sense of disapproval to other governments, whether allies, neu- 
trals, or enemies. They also speak to domestic interest groups, 
demonstrating the commitment of the actor government by its 
willingness to pay some costs. The symbolism may also satisfy a 
need to have acted on the part of the decision-makers themselves. 

Trade sanctions have the advantages of being more costly than 
words, but less costly than military intervention. Thus, they can 
be used against several different countries at the same time, they 
do not consume a significant part of the government’s budget, 
and they do not provoke direct military retaliation or create deep- 
seated enmity. They seem particularly useful for a government 
like that of the United States, which has considerable worldwide 
economic impact, is involved in a large number of issue-areas at 
the same time with different and sometimes cross-cutting sets of 
allies and enemies, finds the use of military force very expensive 
domestically, and needs to be able to provide symbolic reassur- 
ance to a variety of special interest groups in order to maintain 
its domestic electoral coalition. 
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5. Conclusion 


Trade warfare is unlikely to alter the policies of the target gov- 
ernment. The sheer inertia of political bureaucracies, coupled 
with the potential loss of face or tenure of incumbent politicians 
in the target state, bias the outcome against success. There is also 
the possibility of a perverse reaction as the issue shifts from the 
original policy of the target state to the preservation of the tar- 
get state’s independence, thus unifying the target’s population 
behind its government. 

If sanctions are to be successful, i.e., to cause a target nation 
to reverse an action, or even to deter it from future provocative 
action, the gross effectiveness (economic costs imposed) must 
exceed the critical level (requisite gross effectiveness). Neither 
measure can be estimated precisely. Gross effectiveness will vary 
with the length of time for which sanctions are enforced, and 
requisite effectiveness depends upon perceptions of the future 
and the political milieu within the target state. Requisite effec- 
tiveness will always be higher than the economic logic of cost- 
minimization would suggest. High gross effectiveness can only 
entail high net effectiveness if vital non-competitive goods can 
be withheld from the target state. Slippage is too easy and too 
common to allow high gross effectiveness unless the target state 
is very small and/or can be blockaded. 

From the point of view of the actor country, the internal eco- 
nomic costs can be important — especially if the internal costs 
are borne unequally. There may also be non-economic, interna- 
tional costs of some importance as pressure is exerted to keep 
“allies” within the actor bloc. These costs may manifest them- 
selves in apparently unrelated areas of joint action and interest. 

Paradoxically, the symbolic reason (Section 4) for imposing 
sanctions makes net effectiveness (or even gross effectiveness) a 
bad measure of efficiency. If the strength of the policy is deter- 
mined by the sacrifice inflicted on the actor’s economy, “sym- 
bolism” requires low even negative net effectiveness. 


Appendix 


Becker’s (1957) theory of economic discrimination can be 
used to analyse the determinants of the effectiveness of trade 
warfare. Lundahl and Wadensjé (1984, pp. 280—3) use Becker’s 
apparatus to assess the possible result of international sanctions 
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against South Africa on internal discrimination: Lundahl and 
Wadensjé focus immediately on embargoes of those goods which 
would lead to large net effectiveness!. As in Becker’s original 
analysis, the key determinants of the effectiveness of discrimina- 
tion are the elasticities of supply and demand and, by extension, 
the substitutability of home goods for foreign goods and of home 
markets for foreign markets. 

Thurow has shown that the effectiveness of discrimination 
(the advantage accruing to the discriminator) depends upon the 
elasticity of supply of the entity being discriminated against and 
on the degree to which the discriminated-against entity can find 
an alternative use. In asimple black-white discrimination process, 
Thurow shows that blacks (discriminated against) suffer badly 
when they are in perfectly inelastic supply (high net effectiveness 
of discrimination by whites) and do not suffer at all when they 
are in perfectly elastic supply (when whites inflict punishment on 
themselves). For intervening elasticities and given the elasticity 
of demand, the burden of discrimination varies directly with the 
elasticity of supply (Thurow, 1969, p. 114; Lundahl and Waden- 

‘sj, 1984, p. 35). To transpose Thurow’s graphical exposition 
into the frame of reference of trade warfare, it is necessary to dis- 
tinguish between withholding export of goods and withholding 
markets. The latter, because it involves a discriminatory shift in 
the demand curve, fits neatly into the Thurow diagram. If the 
markets of the actor state(s) are the only outlet for the goods, 
then the supply of goods to those markets is perfectly inelastic 
and the discriminator (the actor state) is effective. A perfectly 
inelastic supply also implies a complete lack of use for the good 
on the home market. 

When goods are withheld from purchase by the target state 
(by the actor state), the Thurow diagrams have to change to allow 
for a shift in supply. Figure 1 is a straightforward gain-from-trade 
diagram compatible with the analyses of both Becker and Thurow. 
The gain from international trade is identified by the triangle 
under the demand curve and above the supply schedule (drawn 
as perfectly elastic). When the actor state witholds its export from 
the target state, the supply curve is transformed from SS to OS’S’. 
The gain from international trade is now reduced to S’aD. The 


1 We are obliged to an anonymous referee for drawing our attention to the analysis 
of Lundahl and Wadensjé and for recognizing that trade warfare is an aspect of 
economic discrimination and, therefore, subject to Beckerian analysis. 
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fo) 
Figure 1: The Costs of Trade Warfare 


availability of some of the good is made possible by supplies 
from the actor country at a higher cost to cover the expenses in- 
curred in smuggling etc., and to allow for the existence of higher 
cost alternative suppliers. The more intense the need for the good 
(the less the target country can substitute for it) the smaller is 
the arc elasticity of the segment aa of the demand curve and the 
greater the effectiveness of sanctions. Similarly, the greater the 
increase in cost (SS’) and the less the elasticity of supply of S’S’, 
the less good the alternative supplies and the greater the costs of 
slippage and the smaller the gains from trade. Sanctions take their 
effectiveness by discriminating against a target group by with- 
holding those things which are most vital to the target group. 
Non-competing imports show all of the characteristics that in 
Beckerian analysis, make for effective discrimination. 

The approach to the effectiveness of trade warfare from the 
analysis of discrimination yields the same results as the relatively 
unorthodox analysis summarized in the second section of this 
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paper with its emphasis on non-competitive amp Ort; and lack 
of alternative outlets. 
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Summary 


An actor government may seek to change a policy of a target 
state by exerting an economic toll. Trade warfare can only impose 
high economic costs on the target if the actor can withhold non- 
competitive exports or irreplaceable markets. Economic damage 
may not be sufficient. Decision-makers in the target will be more 
concerned with their own benefits and costs than with those of 
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the national economy. Governments seem likely to continue to 
use economic warfare, despite its weak record of identifiable 
success, because the measures are valuable as signals to domestic 
constituencies, the target government and third nations. 


